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INDEPENDENT A UDITO RS' R EPO RT 

To the Board of Directors of 
R esources for lndependem  Living, Inc. 

M i(:[l~lel [{. lhono, CPA 
AIc:i(le J. ]c'rvalon, Jh, CI'A 

W aldo J. Mor(~t, Jl., C;PA 

W e have audited the accom panying statem ent of financial position of R esonrees for 

Independent Living, inc. (R1L) (a nonprotit organization) as of Septembcr 30, 2001, and 
lhe related statem ents of activities, fnnctional expenses and cash flow s for the year then 
ended. These financial statem ents are the responsibility of R1L's m anagem ent. Our 
responsibility is to express an opinion on these financial statem ents based on out audit. 

W e conducled our attdit in accordance with auditing standards generally accepted in the 
United States of America and the standards applicable to financial audits contained in 
Government Auditing, Standards, issued by the Com ptroller General of the United Slates. 
Those standards require that w e plan and perform fl~e audit to obtain reasonable assurauce 
about whether the financial statements are fiee of m aterial m isstatem ent. An audit includes 
exmnining, on a lest basis, evidence supporting the am ounts and disclosures in the financial 
statem ents. Au audit also includes assessing the accounting principles used and significant 
estim ates m ade by m anagem ent, as w ell as evaluating the overall financial stalcm ent 
presentation. W e believe that out audit provides a reasonable basis for our opinion. 

4298 [ IYS~AN [ I[ I DS AV[ NLI[, NI W ()R[ f ANS, I A 70122 
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NDEPEN DEN T A UDITO R S' REPO RT 

(CONTINUED) 

To the Board of D irectors of 
R esources for Independent laving, Ine 
Page 2 

In our opinion, tile financial statem ents refe:rred to in the first paragraph present fairly, in all 
m aterial respects, the financial position of Resources for Independent laving, Inc. as of 
Septem ber 30, 2001, and the changes in its net assets and its cash flow s for the year then 
ended in conformity w ith accounting principles generally accepted in the United States of 
Am erica. 

In accordance with Government Auditing ~tandards, we have also issued our repor! dated 
September 30, 2002, on our consideration of RlL's internal control over financial reporting 
and our tests of its com pliance with certain provisions of laws, regulations, contracts, and 
grants. That report is an integral part of our audit perform ed in accordance with Government 
Auditing Standards and should be read in conjunction with this report in considering the 
results of our audit. Also, that report identified reportable conditions which w ere considcrcd 
to be m aterial weaknesses. 

Our audit w as performed for the purpose of form ing an opinion on the basic financial 
statem ents of R IL taken as a whole. The accom panying Schedule of Expenditures of Federal 
Aw ards is presented for purposes of additional analysis as required by U nited States Officc 
of M anagem ent and Budget Circular A- 133, "Audits of States, Local Governm ents, and N on- 
Profit Organizations," and is not a required paT1 of the basic financial statem ents. Such 

information has been subjected to the auditing procedures applied in the audit of the basic 
financial statem ents and, in our opinion, is fairly stated, in all m aterial respects, in relation 
to the basic financial statem ents taken as ~ whole. 

BRU NO & TERVA LO N LLP 
CERTIFIED PU BLIC A CCO U NTA N TS 

September 30, 2002 

//]lltJ,:l~O 7 '('.l:ValOl~ .., 
/ (;c~f([icd l'~gl,lit: 

l,l,ta 



RESO U RC ES FO R IN DEPEN DENT LIVING , INC . 
STA TEM EN T O F FIN AN CIA L PO SITION 

SEPTEM BER 30, 2001 

Cash and cash equivalents 

Grants receivable (NOTE 7) 
Amoun(s receivable (NOTE 8) 
Property and equipment, net (NOTE 2) 
Other asset 

Total assets 

A SSETS 

lABILITIES AN D N ET DEFICIT 

Bank overdraft 
A ccounts payable 
Accrued salaries and payroll liabilities 

Accrued payroll lax penalties and interest payable (NOTE 3) 
Notes payable - current (NOTE 6) 
Notes payable - long-term (N OTE 6) 

Total liabilities 

Unres(ricted llet deficit 

Total unrestricted net deficit 

Total liabilities and net deficit 

$ 15,433 
55,976 
67,352 
59,346 

430 

$ 19~8537 

$ 20,392 
22,765 
194,769 
128,812 
61,558 
10,999 

439.295 

2(Z~ 758) 

(240,758) 

$ 1985.5.5.5.5.5.~ 737 

The accompanying notes are an integral part of these financial statements 



R ESO URCES FO R INDEPENDENT LIVING, INC 
STATEM EN T O F ACTIVITIES 

FO R TH E YEA R EN D ED SEPTEM BER 30, 2001 

SU PPO RT AN D REV EN U E 
Support: 

Departm ent of Education 
Centers for Independent Living 
Louisiana Rehabilitation Services 
Independent Living Service Program s 

City of New Orleans - Project Open tlouse 
City of N ew O rleans - Y ES - N O R1L 
Jefferson Parish ttum an Services Authority 
M edicaid 

Total support 

Revenllc: 
ConlrJbulio]ls 
O ther 

Total rcvellue 

Tolal support and revenue 

Expenses: 
Program services 
M anagem ent and general 

Total expenses 

Change in net assets 

Unrestricted net assets, beginning of year 

Unrestricted net deficit, end of year 

$ 274,023 

543,434 
34,910 
1,887 
8,668 

8 k~  6~0 

1.676.522 

11,306 
317 

~ _
/~ _/623 

] 688 !45 

1,428,578 
515,739 

1,94& .43~2 

_ (2_56,172) 

15,414 

$ (240,758) 

The accompanying notes are an integral part of these financial statem ents 



R ESO U R C ES FO R IN DEPEN DENT LIV IN G , IN C 
STATEM EN T O F FUN CTION AL EXPEN SES 

FOR TH E Y EAR EN DED SEPTEM BER 30, 2001 

Salaries 
Fringe benefits and payroll taxes 
D irect assistance 
Rent 
H ousing rehabilitation 
Insurance 
Audit and accounting 
Consullanls 
Interpreter 
Peer counseling 
Travel 
Tax penalties and interest 
lnleresl 
Repairs and m aintenance 
Telephone 
Office equipm ent and supplies 
Postage 
D ues and subscriplions 
Training and recruiting 
Bank fees 
Depreciation 
O ther 
Legal 

Total expenses 

Program 
Services 

$1,122,405 
109,086 
38,940 
37,328 
46,221 
27,204 

~0- 

1,245 
4,726 
33,812 

"0-- 
40" 
"0" 
~0" 
t0" 

~0-- 
7,611 

M anagem ent 
and 
G eneral Tolal 

$198,072 
19,251 

-0" 
37,328 

-0- 
27,204 
33,594 
39,770 

-0- 
- 0- 
-0- 

76,091 
3,956 
7,927 

15,077 
13,851 
1,946 
696 
724 

25,218 
12,371 

-0- 

2,663 

$1,320,477 
128,337 
38,940 
74,656 
46,221 
54,408 
33,594 
39,770 
1,245 
4,726 
33,812 
76,091 
3,956 
7,927 
15,077 
13,851 
1,946 
696 
724 

25,218 
12,371 
7,611 
2.663 

The accom panying notes are an integral part of these financial statem ents 



RESO URCES FO R INDEPENDENT LIVING , 1NC 
STATEM EN T OF CA SH FLOW S 

FOR TH E YEA R ENDED SEPTEM BER 30, 2001 

Cash Flow s From OpErating Activities: 
Change in net assets 

Adjustments to reconcile change in net assets 
to net cash used in operating activities: 
I)epreciation 

ChangEs in A ssets and Liabilities: 
DEcrEase in grants receivable 
Increase in am ounts receivable 
lncrease in bank overdraft 
D ecrease in accounts payable 
Increase in accrued tax penalties and interest payable 
Increase in accrued salaries and payroll liabilities 

N et cash used in operating activities 

Cash Flow s l"rom Financing Activities 
l'aym ent on notes payable 

N et cash used in financing activities 

N et decrease in cash and cash equivalents 

Cash and cash equivalents, beginning of year 

Cash and cash equivalents, end of year 

SupplEm ental Disclosure of Cash Flow Intbrm ation 
Interest paid in cash during the year 

$(256,172) 

12,371 

558 

(20,069) 
20,392 

(7,954) 
76,091 
135,932 

(38,~85!) 

_ L~666) 

(43,517) 

5
.5 ~895Q 

$ 1_ !~5433 

$
_  3,95~  

The accom panying notes are an integral part of these financial statem ents 



RESO URCES FO R INDEPENDENT lAVING , INC. 
N OTES TO TH E FIN AN CIAL STATEM EN TS 

N OTE 1 - N ature of Activities and Simlificant Accountilm Policies 

N ature of Activities 

Resources for Independent laving, Inc. (RIL) was incorporated on June 27, 
1988, under the provisions of the Louisiana N onprofit Corporation I,aw . On 
October 15, 1990, the Internal Revenue Service determ ined that the RIi, 
would be recognized as a publicly supported organization, as described in 

Section 501(c)(3). RIL is exempt flom Federal Income Tax under Section 
501(a) of the Internal Revenue Code. RIL is also exempt from income tax 
under the State of Louisiana law s. 

R IL works towards prom oting independent living philosophy to people with 
disabilities, their fam ilies, service providers, and the com m unity at large. 
RIL prom otes consum er control and provides services designed to enhance thc 
personal, social, vocational and econom ic quality of life for peoplc with 
disabilities. 

RIL is supported prim arily through direct and pass-through grants fiom 
various state and federal funding agencies. 

Basis of Accounting 

The financial statem ents of RIL have been prepared on the accrual basis of 
accounting and accordingly reflect all significant receivables, payables, and 
other liabilities. 

Basis of Presentation 

Financial statem ent presentation follows the requirem ents of the Financial 
Accounting Standards Board in its Statem ent of Financial Acconnting 

Standards (SFAS) No. 117, "Financial Statements of Not-for-Profit 
Organizations." Under SFA S N o. 117, R IL is required to report inform ation 
regarding its financial position and activities according to three classes of net 
assets: unrestricted net assets, tem porarily restricted net assets, and 
permanently restricted net assets. 



N O TE I- 

R ESO URCES FO R INDEPENDENT LIVING , INC. 
N OTES TO THE FINANCIAL STATEM ENTS, CONTINUED 

Nature of Activities and Sianificant Accountin~ Poliei 

U se of Esti~nates 

, Continued 

Tile preparation of financial.statem ents in confonnity with accounting 
principles generally accepted in the United States of Am erica rcqnires 
m anagem ent to m ake estim ates and assmnptions that affect certain reporled 
am ounts and disclosures. A ccordingly, actual results could differ fiom those 
estim ates. 

rooertv and 

Acquisitions of property and equipm ent in excess of $500 are capilalized 
Propelly and equipm ent are carried at cost or, if donated

, at the approxim ate 
fair value at the date of donation. D epreciation is com puted using the 
straight-line m ethod over tlm estim ated useful life of five years for its office 
equipm ent and com puters. 

Contributions 

Contributions received are recorded as unrestricted, tem porarily restricted, or 

perm anently restricted supporl, depending on the existence and/or naturc of 
any donor restrictions. 

All donor-restricted contributions are reported as an increase in temporarily or 
pel~ anenfly restricted net assets, depending on the nature of the reshiction. 

W hen a restriction expires (that is, when a stipulaled time restriction ends or 
purpose restriction is accomplished), temporarily restricted net assets are 
reclassified to unrestricted net assets and reported in the statem ent of activities 
as net assets released from restrictions. 

Contributed Services 

R1L receives a substantial am ount of services donated fiom  unpaid volunteers. 

No amounts have been reflected in the financial statements for those services 
since they do not m eet the criteria for recognition under SFAS N o. 116, 
"Accounting for Contributions Received and Contributions M ade.

"  



 

RESO URCES FO R INDEPENDENT LIVING, INC. 
N O TES TO TIlE FIN AN CIAL STA TEM EN TS, CON TIN U ED 

NOTE I - N ature & Activities and SiRnificant Accountin~ Policies. Coutinucd 

Support and Revenue 

RII, receives grants from the Federal and Stale D epartm ents' of Edncalion
, 

Social Services and Health and ttospitals. The support received fiom lhe 
Deparhnents of Education and Social Services are recognized on a "fim ded" 
basis. M edicaid suppor! received from the Departm ent of ltealth and 
ttospitals is recognized on a "fee for service" basis. 

Cash and Cash Eaui 

Cash and cash equivalents include all m onies in banks and highly liquid 
investm ents with m aturity dales of less than three m onths. The can2cing value 
of cash and cash equivalents approxim ates fair value because of the short 
m aturities of/hose financial instrum ents. 

nctional A llocation of Exnen 

"/'he cost of providing the various program s and other activities have been 
sum m arized on a fim ctional basis in the statem ent of activities. Accordingly

, 

certain costs have been allocated am ong the program s and supporting services 
benefitted. 

Com oensatcd A bsences 

RIL employees are entitled to paid vacation, sick and personal days off 

depending on their length of service. Short-term leave (sick and personal) may 
be accum ulated and carried forward to the subsequent years to a nmxim um of 
240 hours. However, employees are not paid for any earned but unused short- 
term leave at te~nination. Also, vacation days may not be canied over fiom 
year to year and em ployees m ay not receive com pensation in lieu of tim e off. 
However, employees will be paid for any earned but unused vacation leave if 
teiJnination occurs on or before rite end of the fiscal year. 



 

RESO U RC ES FO R INDEPENDENT 1,1VING , INC. 
NOTES TO THE FINANCIAI, STATEM ENTS, CONTINUEI) 

N OTE 2 - Pronertv and Etm inm eu 

Property and equipm ent at Septem ber 30, 2001 consisted of the following 

Offi ce equipm ent and computers 

Less: A ccum ulated depreciation 

N et 

N O TE 3 - D elinouent Pavroll Taxes 

$147,429 

~ 083) 

$ 55~9346 

As of September 30, 2001, RIL is indebted to the Intern al Revenue Service 

(IRS) for approximately $260,000 in delinquent payroll taxes including 
$128,812 in assessm ents of related penalties and interest. As of the audit 
report date, RIL's balance ow ed to the 1RS is approxim aiely $300,000 in 
payroll taxes, penalties and interest. 

M anagem ent of R IL has developed a plan to fully liquidate this debt w hich 
calls for m aking minimum paym ents of $5,000 per m onth begimfing in 
October 2002. Also, in August 2002, m anagem ent of R1L has requested 
abatem ent of assessed penalties and interest. 

N O TE 4 - _Operating Lease 

R1L has operating leases for offi ce space at its New Orleans and Baton Rouge 
locations. For these leases, RIL has as of Septem ber 30, 2001, contractual 
agreem ents requiring the follow ing rental paym ents: 

Fiscal Year Ending 
September 30, __  

2002 
2003 

Rental expense for the current year amounted to $74,656 

10 

Alnount 

$ 98,769 
, 72,106 



 

R ESO URCES FO R INDEPENDENT LIVING , INC. 
N O TES TO TH E FINAN CIAL STATEM EN TS, CON TINUED 

N OTE 5 - Contingencies 

R H , is tile recipient of fim ds from various state and federal agencies. The 
adm inistration of the program s funded by these agencies are under the control 

of RIL and are subject to audits and reviews by the agencies o1 their 
designees. A ny grants or awards found not be properly spent in accordance 

with the terms, conditions and regulations may be subject to recapture. 

D uring the audit period, the U nited States Departm ent of Education and tile 
State of I,ouisiana Departm ent of Social Services conducted compliance 
reviews of grants awarded by the respective agencies. RIL has submilted 
corrective action plans for com pliance issues reported in these separately 
issued review reports. 

NOTE 6 - N otes Payable 

The follow ing is a sum m my of noteg payable at Septem ber 30, 2001 

At Septem ber 30, 2001, RIL had a 
line-of-credit of $35,000 with a bank to be 
drawn as needed at valying interest rates. 
The line-of-credit is personally secured 
by a form er em ployee of RIL. 

At Septem ber 30, 2001, RIL had drawn 
$31,606 fi'om the bank at 9.0%  $ 31,606 



 

R ESO URC ES FO R INDEPENDENT LIVING , INC . 
N OTES TO TIlE FINAN CIAL STATEM ENTS, CON TINU ED 

NOTE 6 - Notes ~ ,able, Continued 

Unsecured 5%  note payable to a 
private foundation in annual 
installm ents of $11,549, including 
interest, through M ay 30, 2003. 

1,ess ctlrfent ina[tlrities 

$ 40,951 

72,557 

~ 558) 

$
_
1~ 0 999 

The following are maturities of notes payable for each of the next two (2) 
years: 

Fiscal Year Ending 
S eotember 30 _  

2002 
2003 

N OTE 7 - Grants Receivable 

A nlonnt 

$61,558 
10
.L09f999 

$7L 557 

A s of Septem ber 30, 20(11, grants receivable w as com posed of the following 

Departm ent of Social Services, 
Louisiana Rehabilitation Services 

Uniled States Deparlm ent of Education 

12 

$34,110 
21,866 

$5~5 976 



 

RESO URCES FOR INDEPENDENT I,IV ING, INC. 
NOTES TO THE FINANCIAL STATEM ENTS, CONTINUED 

N OTE 8 - Am ounts Receivable 

RIL is a provider of supported living and personal assistance services under 
M edicaid contracts. Am ounts receivable for M edicaid contracted serviccs 
were $67,352 as of September 30, 2001. 

NOTE 9 - Unrestricted N et Deficit 

RIL has an unrestricted net deficit of $240,758 as of September 30, 2001. 
R IL has developed a long-term  strategic plan to liquidate significant debt to 
include notes payable and payroll related liabilities. A s such, the unrestricted 
net deficit is pla~m ed to be elim inated within two to three years. 

NOTE 10- ~ommitments 

The United States Depallm ent of Education and the State of Louisiana 
D epartm ent of Social Services'have com m itted to provide funding in 
subsequent years to RIL in mn0unts of approxim ately $760,000 through 
periods ending Septelr~ber 30, 2003 and $1,100,000 through periods ending 
June 30, 2003, respectively. 

N O TE II - Concentration of Risk 

The prim my funding sources of RIL are various pass-through and direct grants 
fiom Federal and State agencies. If the am ount of grants received fall below 
eonlract levels, RIL's operating results could be adversely affected. 

13 



 

RESO U RCES FO R INDEPEN DENT LIVING , INC . 
N OTES TO TH E FINAN CIAl, STATEM ENTS, CON TIN UED 

N OTE 12 - Risk M anagem ent 

RIL is exposed to various risks of loss related to torts, theft, dam age to and 
destruction of assets, for which R1L carries com m ercial insurance. I,iabilitics 
are reported when it is probable that a loss has occuncd and the am otmt of the 
loss can be reasonably estim ated. 

NOTE 13 - Fair V alue of Financial Instrum ents 

Tile canying value of cash, am ounts and grants receivable, and payables 
approxim ate fair value because of the short m aturities of these item s. 

N OTE 14 - M ort agages Receivable 

A ccording to an agreem ent with the City of N ew Orleans, R1L received, in 
prior years, ttOPE III Federal grant funds, which were used to acquire, 
rehabilitate and resell single--fam ily hom es to low-incom e fam ilies. R1L 
holds restricted second m ori~gages on the loans advanced to these qualified 
hom ebuyers. These second m ortgages are non-interest bearing, no paym ents 
are m ade on the principal and in the sevenlh year, begin a fourteen year 
schedule of forgiveness. Since the likelihood that R IL will realize any 
m aterial value from  sales of properties are rem ote, no mnounl of m ortgages 
receivable was reported in the financial statem ents of R IL at Septem ber 30, 
2001. 

14 



SU PPL E M E N TA R Y  IN FO R M A TIO N  



 

R ESO URCES FOR INDEPENDENT lAVING , INC. 
SCH EDU LE OF EX PEN DITURES OF FEDERAL AW ARD S 

FOR TIlE YEAR ENDED SEPTEM BER 30, 2001 

Federal Grantor/Pass-Through 
Grantor/Program 

U .S. I)epartm ent of Education: 
D irect Program : 

Centers for Independent Living 

Total U .S. D epartment of Education 

U .S. D epartment of Housing and Urban 
D evelopm ent: 

Pass-through program from City of 
N ew Orleans - 

Community Development Block Grant 

Project Open ltouse 
YES - N ORll. 

Total pass-thrQugh program s 

Total U .S. D epartment of 
H ousing and Urban D evelopment 

Total Expenditures of Federal Aw ards 

N OTE: Basis of Presentation 

Federal 
CFDA Grant 
Number Number l,;~p~21dit u r e s 

84.132A 930053/940012 $27~4 0.23 

14.218 CD#10-057(95) 
14.218 55-221(00) 

274.023 

34,910 

_ L887 

36.797 

36.797 

$3
_1 Q~ 20_ 

The accom panying schedule of expenditures of federal aw ards includes the federal grant activity 
of Resources for lndependen! Living, Inc. and is presented on the accrual basis of accounting 
The inform ation in this schedule is presented in accordance w ith the reqnirem ents of OM B 

Circular A-133, Audits o[Sta/es, Local Governments, a_ndNon-profit O_rganizatio:~s. Therefore, 
som e anaounts presented in this schedule m ay differ from amounts presented in, or used in the 
preparation of'the basic financial statements. 

See Independent Auditors' Report on Supplem entary Inform ation. 



M onl|)or 
Am erican Insli|tlto of 
Cor~ili~~d t)tlblic Ac.COulltants 
Society of ! ouisiana 
CorlJfiecl F'~JblJc Accolm tal~ts 

M ic:haol tL ~lUllb, e|'A 

Alcido d. qervaluH, Jr., (;I'A 

W aldo J. M ora l. Jl.. (;f'A 

IN DEPENDENT AUDITORS' REPORT ON COM PLIANCE 
AN D ON INTERN AL CON TROl, O VER FINAN CIA l, REPORTIN G 

BA SED ON AN AU DIT OF FINAN CIAL STATEM EN TS PERFORM ED 
IN A CCORDAN CE W ITH GOVERN M EN T AU DITIN G STAN DARDS 

To tim Board of I)irectors of 
R esources for Independent Living, Inc. 

W e have audited the financial statements of Resources for Independent Living, Inc. (RII,) 
(a nonprofi! organization) as of and for the yea} ended September 30, 2001, and have issued 
our report thereon dated September 30, 2002. W e conducted our audit in accordance will} 
auditing standards generally accepted in the United States of America and the s(andards 
applicable to financial audits contained in G overnm ent A uditing Standard 
Com ptroller General of the United States. 

C ompliance 

issued by the 

A s part of obtaining reasonable assurance about w hether RIL's financial statem ents are flee 
of m aterial m isstatem ent, w e perform ed tests of its com pliance with cellain provisions of 
laws, regulations, contracts, aud grants, noncompliance with which could have a direct and 
m aterial effect on the detem fination of financial statem ent am ounts, ttowever, providing 
au opinion on compliance with those provisions was nol an objective of out audit, and 
accordingly, we do not express such an opinion. The results of our tests disclosed instances 
of noncompliance that are required to be reported under GovernmentA udflmgStandardr and 
which are described in the accompanying Summary Schedule of Findings and Questioned 
Costs as item s 01-02 and 01-03. 

16 
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IN DEPENDENT AU DITORS' REPORT ON COM PLIAN CE 
AN D ON INTERNAL CONTRO L OVER FINANCIAL REPORTING 

BASED ON AN AUDIT OF FINAN CIAL STATEM ENTS 1"ERFORM F, D 
IN ACCORDAN CE W ITtt GOVERNM ENT AUDITING STANDARDS 

(CONTINUED) 

Internal C ontrol O ver Financial R eoortine 

111 planning and perform ing our audit, we considered R1L's internal control over financial 
reporting in order to determine our auditing procedures for the purpose of expressing our 
opinion on the financial statem ents and not to provide assurance on the internal control over 
fiuancial reporting. However, w e noted certain m atters involving the internal control over 
financial reporting and its operation that we consider to be reportable conditions. 
Reportable conditions involve m atters com ing to our attention relating to significant 
deficiencies in the design or operation of the intern al control over financial reporting that, 

in our judgment, could adversely affect R1L's ability to record, process, summarize, and 
report financial data consistent w ith the assertions of m anagem ent in the financial 
statem ents. Reportable conditions are described in the accom panying Sum m ary Schedule 

of Findings and Questioned Costs as items 01-01 through 01-06. 

A m aterial weakness is a condition in which the design or operation of one or m ore of the 
internal control com ponenls does not reduce to a relatively low level the risk that 
m isstatem ents in am ounts that w ould be m aterial in relation to the financial statem ents being 
audited m ay occur and not be detected wilhin a tim ely period by employees in the norm al 
course of performing their assigned functions. Our consideration of the intern al control over 
financial reporling would not necessarily disclose all m atters in the internal control that 
m ight be reportable conditions and, accordingly, w ould not necessarily disclose all reportable 
conditions that are also considered to be m aterial w eaknesses, ttow ever, of the reportable 
conditions described above, we consider item s 01-01 through 01-06 to be m aterial 
w eaknesses. 
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IN DEPEN DEN T AU DITORS' REPORT ON COM PLIAN CE 
AN D ON IN TERNA L CON TROl. OVER FINAN CIAl. REPORTIN G 

BASED ON AN AUDIT OF FINAN CIAl. STATEM EN TS PFRFORM ED 
IN ACCO RDAN CE W ITH GOVERNM ENT AUDIT1NG STAN DA RDS 

(CONTINUED) 

This report is intended solely for the inform ation and use of R ll.'s Board, m anagem ent, tile 
legislative auditor, and federal aw arding agencies and pass-through entities and is 11oi 
inlended to be and should not be used by anyone other than these specified parlies. 

BRUNO & TERVALO N LLP 
C ER TIFIED PUliLIC A CCO UNTA NTS 

Septem ber 30,. 2002 

//h 7~,i lol 71,17:0, d: . ~}:t(1, , l. LI.I' 
\./ (:e) ((Fiecl I'l,.1,1ie~ A(:e:~)lttdo~~x" 
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W al0o J. M eier, Jl.. CPA 

INDEPENDENT AUDITORS' REPORT ON COM PLIANCE 

W ITH REQUIREMENTS APPLICABLE TO EACIt 
M AJOR PROGRAM  AN D ON IN TERN AI, CON TROl, 

OVER COM PLIAN CE IN ACCORDAN CE W lTlt OM B CIRCUI,AR A-133 

To the Board of 1)irectors 
R esources for lndepeudent Living, Inc. 

C om3)liance 

W e have audited the compliance of Resources for Independent I,iving, Inc. (RII,) (a 
nonprofit organization) with the types of compliance requirements described in the U.S. 
Office of M anagement and Budget lOM B) Circular A-133 Compliance Supplement flint are 
applicable to its major federal program for the year ended September 30, 200 I. R1L's major 
federal program is identified in the sum m ary of auditors' results section oflhe accom panying 

Summary Schedule of Findiugs and Questioned Costs. Compliance with the requirements 
of laws, rcgtdations, contracts, and grants applicable to its major federal program is the 
responsibility of R1L's m anagement. Our responsibility is to express an opinion on Rll,'s 
compliance based on our audit. 

W e conducted our audil of com pliance in accordance with auditing standards generally 
accepted in the United States of Am erica; the standards applicable to financial audits 
contained in Government Auditing Standard~~, issued bythe Com ptroller General of the 
United States; and OM B Circular A -133, "Audits of States, Local Govermneuls, and N on- 
Profit Organizations". Those standards am l OM B Circular A-133 require that we plan and 
perform the audit to obtain reasonable assurance about whether noncom pliance with the 
types of compliance requirem ents previously refened to that could have a direct and m aterial 

effect on a major federal program occuned. An audit includes examining, on a lest basis, 
cvidence about R1L's compliance w ith those requirem ents and performing such other 
procedures as we considered necessmy in the circum stances. W e believe that our audit 
provides a reasonable basis ofour opinion. Our audit does not provide a legal determ ination 
of R IL's com pliance with those requirem ents. 

19 

429~{ [ IYStAN FI[ I DS AVENU[:, N[ W ORI l ANS, I A 70122 
(S04) 284-8733 fAX (504) 284 8296 

-MAll : brurllervf/l~Lltct)as.con/ 



 

IN DEPEN DENT AU DITORS' REPORT ON CO M PLIAN CE 

W lWtt REQUIREM ENTS APPLICABLE TO EACtt 
M AJOR PROGRA M  AN D ON INTERN AL CON TROL 

O VER COM PLIAN CE IN ACCORDANCE W lTt! OM B CIRCULAR A-133 

(CONTINUED) 

A s described in item s 01-07 through 01-09 in the accompanying Summ ary Schedule of 

Findiugs and Questioned Costs, RIL did not comply with requirements regarding reporting 
and allow able costs/cost principles that are applicable to its Centers for Independent laving 
program and other program s m anaged by RIL. Com pliance with such requirem en~s is 
necessary, in our opinion, for RIL to com ply with requirem ents applicable to that program . 

In our opinion, except for the noncom pliance described in the preceding paragraph, R 1L 
com plied, in all m aterial respects, w ith the requirem ents rcferred to above that are applicable 

to its major federal program for the year ended September 30, 2001. 

nternal C ontrol O ver C onm lian 

The m anagem ent of RIL is responsible for establishing and m aintaining effective internal 
control over com pliance with' tim requirem ents of law s, regulations contracts, and grants 
applicable to federal program s. In plamfing and performing our audit, w e considered R1L's 
internal control over com pliance w ith requirem ents that could have a direct and m aterial 

effect on a major federal program in order to determine our auditing procedures for the 
propose of expressing our opinion on com pliance and to lest and report on internal control 
over com pliance in accordance w ifll OM B Circular A- 133. 

W e noted certain m atters involving the internal cont~ol over compliance and its operation 
that w e consider to be repealable conditions. Reportable conditions involve m atters com ing 
to our attention relating to significant deficiencies in the design or operation of the intern al 

control over compliance that, in our judgment, could adversely affect RIL's ability to 
administer a major federal program in accordance with the applicable requirements of laws, 
regulations, contracts, and grants. Reportable conditions are described in the accompauying 

Summary Schedule of Findings and Questioned Costs as items 01-07 through 01-09. 

./ll e
.
. 'l '<'. ,.,.,. 
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INDEPENDENT AUDITORS' REPORT ON COM PLIANCE 
W ITH REQUIRFM ENTS APPLICABI.,E TO EACH 

M AJOR PRO GRA M  A N D ON IN TERN A L CON TROl. 
OVER COM PLIAN CE IN ACCO RDAN CE W ITH O M B CIRCULAR A- 133 

(CONTINUED) 

A m aterial w eakness is a condition in w hich the design or operation of one or m orc of the 
intern al control com ponents does not reduce to a relatively low level the risk tllat 
noncom pliance w ittl applicable requirem ents of law s, regulations, contracts, and grants that 

would be material in relation to a major federal program being audited may occur and not 
be detected within a tim ely period by em ployees in the norm al course of perform ing their 
assigned functions. Our consideration of/he internal control over com pliance would not 
necessarily disclose all m atters in the internal control that m ight be reportable conditions and, 
accordingly, would not necessarily disclose all reportable conditions that are also considered 
to be m aterial w eaknesses. H ow ever, of the reportable conditions described above, w e 
consider item s 01-07 through 01-09 to be a m aterial w eaknesses. 

Tiffs report is intended solely for the inform ation and use of RIL's Board, m anagem ent, the 

legislative auditor, and federal awarding agencies and pass-througtt entities and is nol 
intended to be and should not be used by anyone other than these specified parties, 

BRUNO & TERVALO N LLP 
CERTIFIED PUBLIC A CCO UN TA N TS 

Septem ber 30, 2002 
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RESO U RCES FO R IN DEPENDENT LIVING , IN C. 

SUM M ARY SCttEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE YEAR EN DED SEPTEM BER 30, 2001 

Section I - Sum m ary of Auditors' Results 

Type of auditors' report issued 

lnlernal control over financial reportiug 

M aterial weakncss(es) identified? 

Reportable condition(s) identified 
that are not considered to be 
m aterial w eaknesses? 

N on-com pliance m aterial to financial statem ents noted? 

Federal A w ards 

Internal Control over major program 

M aterial weakness(es) identified 

Reportable condition(s) identified 
that are not considered to be 
m aterial w eaknesses? 

U nqualified 

Y es 

N o 

Y es 

Y es 

N o 

Type of auditors' report issued on compliance for major program: Qualified 

Any audit findings disclosed that are required to be reported in 

accordance with Section 510(a) of Circular A- 133? Yes 

22 



 

RESO URCES FO R INDEPENDENT LIVING , 1NC. 
SUM M ARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

(CONTINUED) 
FOR THE YEAR EN DED SEPTEM BER 30, 2001 

Section 1 - Sum m ary of A uditors' Results 

Identification of major program 

CFDA N UM BF, R 

84.132A 

N AM E OF FED ERA L PRO GRAM  

Centers for Independent Living 

Dollar threshold used to distinguish 
between Wpe A and type B programs: $300,000 

A udilee qualified as a loW -lJsk auditee? N o 



 

R ESO U RCES FO R INDEPENDENT LIVIN G , INC. 

SUM MARY SCttEDULE OF FINDINGS AND QUESTIONED COSTS 
(CONTINUED) 

FOR THE YEAR ENDED SEPTEM BER 30, 2001 

R eference N um ber 
01-01 

Section 11 - Financial Statem ent Findings 

Criteria 

A dequate internal controls require there be an effective accounting system 

Condition and Context 

During M arcia 2001, R1L installed a windows based accounting software package. This 
software replaced a D OS based accounting system . During the prior year and for the period 
prior to installing tire windows based system , RIL's accounting system experienced 
significant problem s resulting from "com ~pt" files. As a result of the "corrupt" files, lhe 
system generated errors as well a's unreliable financial and related transaction reports. 
M anagem ent of R IL elected alternatively to use a spreadsheet to accum ulate and sum m arize 
transactions for abe year ended September 30, 2001. Also, RIL was unable to prepare 
periodic financial statem ents during fl~at period. The process used to summ arize the 
accounting transactions, coupled with R IL 's lack of access to certain supporting docum ents, 
did not facilitate RIL's ability to report expenses charged to the applicable federal and stale 
grants by item ized expense categories such as salaries, fringe benefits, payroll taxes, 
supplies, etc. In addition, R1L w as unable to prepare m onthly bank reconciliations as well 
as perform general ledger account analysis on significant account balances. 

Q~lestioned Costs 

N ON E. 
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RESO URC ES FO R INDEPENDENT LIVING , IN ('. 
SUM M ARY SCI tEDUI,E OF FINDINGS AND QUESTIONED COSTS 

(CONTINUED) 
FOR THE YEAR ENDED SEPTEM BER 30, 2001 

Section I1 - Financial Statem ent Findings, Continued 

Reference N um be 
01-01 

Canse 

Continned 

The D OS accounting software used in the reeordation and generation of accounting and 
financial inform ation developed "corrupt" files. 

Effect 

The defeclivc accounting software produced mneliable general ledger informalion. Also, 
during the audit period m anagem ent was unable to perform analytical reviews of financial 
inform ation in the absei~ce of reliable financial statem ents. 

Recom m endation 

W ith the installation of the w indow s based accounting software system , financial inform ation 
is being reporled to m anagem ent without significant problem s. W e reconunend that RIL 
implem ent procedures to require the review of recorded accounting inform ation on a m onthly 
basis at both m anagem ent and Board levels and to develop procedures to tim ely repair the 

system w hen enors occur. 

aeem ent' 

M anagem ent concurs with this conv, nent. In addition, since tile conversion fiom D OS to 
w indow s based accounting software system , R1L has been processing all accounting and 
oilier financial information through the window based accounting software system . On a 
m ontldy basis, RIL has been perforating bank reconciliations, reviewing recorded 
accounting inform ation and reconciling general ledger accounts to identify and coneel any 
enors in the ledger. M anagem ent has fully resolved this comm ent. 



 

RESO URCES FO R INDEPENDENT LIVING, INC. 
SUM M ARY SCtlEDULE OF FINDINGS AND QUESTIONED COSTS 

(CONTINUED) 
FO R THE YEAR EN D ED SEPTEM BER 30, 2001 

Section II ~ Financial Statem ent Findings, Continued 

Reference N um ber 
01-02 

Criteriaa 

IRS regulations require the tim ely deposit of payroll taxes w ithin established dollar 
thresholds. 

Condition 

Rll, has been assessed significant penalties and interest of $76,091 as of September 30, 
2001, for untimely payroll tax deposits and/or payments (social security, medicare payroll 
taxes and tax withholdings). 

Questioned Costs 

N ON E. 

Context 

Total payroll tax expenses and withholding for the year ended September 30, 2001 w as 
$267,116. 

Effect 

Assessm ent of significant penalties and interest 

26 



 

RESO U RCES FO R INDEPENDENT LIVING , INC. 
SUM M ARY SCHFDULE OF FINDINGS AND QUESTIONED COSTS 

(CONTINUED) 
FO R TH E YEAR EN DED SEPTEM BER 30, 2001 

Section 11 - Financial Statem ent Findings, Continued 

Reference N um ber, Continued 
01-02 

Cause 

Failure to adhere to payroll tax deposit requirements coupled with inadequate training of 
personnel assigned w ith payroll processing responsibilities. 

Reeom m eudation 

W e recom m end that R 1L evaluate its current procedm es for paym ent of required tax 
deposits. In addition, R IL should consider training staff personnel to ensure the proper and 
tim ely preparation, deposit and filings of all required payroll tax returns. 

M anaeeincnt's Resnonge 

M anagem ent has hired staff personnel who have knowledge of IRS payroll tax regulations 
and experience in processing payroll tax deposits. R IL has m ade significant im provem ents 
in ensuring that payroll tax deposits are properly and tim ely m ade and that deposits and 
filings for all payroll tax return s are subm itted to the IRS

, as required. 

M anagem ent has requested abatement for the accrued payroll tax penalties and associated 
interest. M anagem ent is optim istic that this request will be granted due to the corrupt 
accounting data files caused by a flaw in the accounting software. M anagem ent has prepared 
a strategic plan to address the payroll tax liabilities that states that R1L will remit $5

,000 per 
m onth until the payroll tax liabilities are fully paid. 
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RESO URCES FO R INDEPENDENT LIVING, INC. 
SUM M ARY SCHEDULE OF FIND1NGS AND QUESTIONED COSTS 

(CONTINUED) 
FO R TH E Y EA R EN DED SEPTEM BER 30, 2001 

Section II - Financial Statem ent Findings, Continued 

R eference N um ber 
01-03 

Criteria 

LSA-RS 24:514 requires audit reports to be completed and subm itted to the State of 
Louisiana Legislative Auditor within six (6) months after year end. 

Condition 

The Septem ber 30, 2001 audiled financial statem ents w ere not subm itted w ithin the 
previously described tim efram c. 

Questioned Costs 

N ON E. 

('ontext 

N /A 

Effect 

Failure to comply with State laws regarding the tim eframe for audit report subm ission could 
result in the discontinuation of State funding. 
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RESO U RCES FO R IND EPENDENT LIVING , IN(.'. 

SUM M ARY SCHEDULE OF FIN DINGS AND QUESTIONED COSTS 
(CONTINUED) 

FOR TIlE YEAR ENDED SEPTEM BER 30, 2001 

Section 11 - Financial Statem ent Findings, Continued 

Reference N um beL Continued 
01-03 

Cause 

Lack of an adequate lnocedure to ensure the tim ely subm ission of R 1L's audit reports 

coupled w ith changes in m anagem ent. 

Recomm endation 

W e recom m end thal R1L review its financial reporting procedures to ensure that audit 
engagem ents are subm itted to the State of Louisiana Legislative Auditor wifllin file required 

tim efram e. 

n 

RIL experienced num erous challenges with the conversion of the DOS accounting software 
to tile w indow s accom~ting software. D ue to file accounting softw are problem s encountered, 
R1L was unable to reconcile timely to provide sufficient financial data to the auditors. Thus, 
the audit repoll was not issued wiflfin the required (imefram e. However, m almgcmcn( is 
confident that the 2002 audit will be subm itted tim ely. 
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R ESO U R C ES FO R IN D EPENDENT LIVIN G , IN C . 

SUM M ARY SCHEDULE OF FIND1N GS AND QUESTIONED COSTS 
(CONTINUED) 

FOR TIlE YEAR EN DED SEPTEM BER 30, 2001 

Section II - Financial Statem ent Findings, C ontinued 

R eference N um bEr 
01-04 

Criteria 

Ptlrsuant to OM B Circulars A-133 and A-110 relative to an effective control system 

Condition 

The intern al control system over financial reporting exhibited the following deficiencies 

Several m inutes of file Finance Comm ittee and Board of Directors w ere m issing for 
the audit period; 
Absence of a policy regarding use of fixed assets owned by R1L; 
Annual and sick leave records are not being properly m aintained to document the 
am ount of leave tim e earned, used and accum ulated; 
Accounting m anual requires updating; 
N o system to ensure the preparation and review of financial statem ents; and 

Lack of a system to ensure the effective maintenance of al! supporting documems. 

Questioned Costs 

N ON E. 

Context 

All activities and program s m anaged by RIL 
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RESO URCES FO R INDEPENDENT LIV IN G , INC. 
SUM M ARY SCHEDULE OF FIN DINGS AND QUESTIONED COSTS 

(CONTINUED) 
FO R THE Y EAR EN DED SEPTEM BER 30, 2001 

Section I1 - Financial Statem ent Findings, Continued 

Reference N um ber Continued 
01-04 

Effect 

W eakened internal controls incrcascs the potential risk for fraudulent activity 

Cause 

Failure to adhere 1o established policies and procedures coupled with an inadequate 
m onitoring system , 

Recom m cndatii~n 

W e recom m end that RIL evaluate and revise as necessary, internal controls relating to the 
previously discussed internal control deficiencies. 

'S R esDon 

M anagem ent has addressed all intern al control weaknesses by hiring qualified staff 
personnel, im plem enting procedures to segregate duties, and designing a system to properly 
m aintain accounting and financial records. The follow ing procedures have been 
im plem ented: 

The Board has requested all m inutes from the Board secretary, however, she has 
failed to provide this inform ation. Thus, the Board has rem oved her fiom any Board 
secretarial duties. Currently, Board m inutes are being prepared and approved 
regularly and original copies are m aintained at RIL. 
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RESO URCES FO R INDEPENDENT LIVING , INC. 
SUM MARY SC} tEDULE OF FINDINGS AND QUESTIONE1) COSTS 

(CONTIN UED) 
FO R THE YEAR ENDED SEPTEM BER 30, 2001 

Section 11 - Financial Statem ent Findings, Continued 

R eference N um ber C ontinued 
01-04 

M ana~em ent's Rest~onse. Continued 

R1L has a fixed assets schedule that outlines all fixed assets on hand. For equipm ent 
acquired under m anagem enfs adm inistration, necessa12~ inform ation is available to 
properly am ortize the useful life of file assets. This information is reflected on tile 
fixed assets schedule. 

Leave records are m aintained by file administrative assistant and leave balance reports 
are provided to the staff and m anagem ent m onthly. 

A ccounting m anual has been revised and approved, effective June 12, 2002 

~ Financial reports are reviewed m onthly after reconciliations are complete 

~ M anagem ent has designed and im plem ented a system to m aintain accounting and 
financial docum ents, effective October 1, 2001. 
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RESO URCES FO R INDEPENDENT LIVING , INC. 
SUM M ARY SCHEDULE OF FINDIN GS AND QUESTIONED COSTS 

(CONTINUED) 
FOR TItE YEAR EN DEI) SEPTEM BER 30, 2001 

Section I1 - Financial Statem ent Findings, Continued 

R eference N um ber 
01-05 

Criteria 

IRS rules and regulations require an annual return  for an organization of R1L's type that is 
exem pt from incom e tax under Code Section 501, 

Condition 

RIL has 11ol filed its IRS Form 990 (Annual Return of Organizations Exempt from lncome 
Taxes) for the 2001 fiscal year. This information return was due on o1 before February 15, 
2002. R1L's filed an extension request which expired on August 15, 2002. 

Questioned Costs 

N O N E. 

Context 

All program s and activities m anaged by RIL 

Effect 

R1L may be subject to a penalty of $100 per day (maximuna of $50,000) and an additional 
penalty of $10 a day (maximum $5,000) which may be imposed on any officer, trustee, 
employee, etc., who fails to file the return without reasonable cause after reasonable dem and 
by the IRS. 
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R ESO URCES FO R IND EPENDENT I,IVING , INC . 
SUM M ARY SCHEDULE OF FINDIN GS AND QUESTIONED COSTS 

(CONTINUED) 
FOR TIlE YEAR ENDED SEPTEM BER 30, 2001 

Section II - Financial Statem ent Findings, Continued 

R eference N um ber C ontinued 
01-05 

Cause 

I.ack of an established procedure to ensure the tim ely filing of all return s and/or reports 

Recom m endation 

R1L should im m ediately file this return to include a statem ent to explain the delay, to 
m inim ize the potential penalties that m ay result fiom RIL's failure to file its t:onn 990 
tim ely. In addition, R1L should establish the necessary procedures to ensure the tim ely filing 
of its amm al infom latiofi return  Form 990. 

ent's Response 

M anagem ent anticipates the filing of the Septem ber 30, 2001 IRS Form 990 w ithin the next 
30 days. 
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RESO URCES FO R INDEPENDENT lAVIN G , IN C. 
SUM M ARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

(CONTINUED) 
FOR THE YEAR ENDED SEPTEM BER 30, 2001 

Section I1 - Financial Statem ent Findings, C ontinued 

R eference N um ber 
01-06 

Criteria 

Pursuant to OM B Circulars A-133 and A-122, and grant agreem ents relative to allocating 
charges and costs. 

Condition and Contex 

For tile period of October 2000 to June 2001, RIL had not developed a plan to allocatc costs 
to various grants and program s. During this period, RIL w as unable to docum ent the 
allocation fi~ethod utilized for allocated grant expenses claim ed for reim bursem ent. 

Q~lestioned Costs 

N ON E. 

Cause 

Lack of procedures to ensure that costs are allocated to grants and program s, in accordance 
to the relative benefits received and that the cost allocation m ethod is adequately 
docum ented. 



 

RESO URCES FO R INDEPENDENT LIVING , INC. 
SUMM ARY SCtiEDULE OF FINDINGS AND QUESTIONED COSTS 

(CONTINUED) 
FOR THE YEAR EN DED SEPTEM BER 30, 2001 

Section 11 - Financial Statem ent Findings, Continned 

Reference Num ber Continued 
01-06 

Effect 

Cost m ay be unallowable under a grant award if allocable cost is not distributed in 
reasonable proportion to the benefit received. 

Recom m endation 

M anagem ent of R1L should establish procedures for allocating charges and costs to grants 
and program s, in acc6rdance to the relative benefits received, as required by applicable cost 
principles and grant agreem ents. The m ethod to allocate costs m ust be adequately 
docum ented. 

's Resnonse 

RIL has been operating with approved cost allocation plans, effective July 1, 2001. R1L's 
cost allocation is approved by U .S. D epartm ent of Education and Louisiana Rehabilitation 
Services. M anagem ent has fully resolved this com m ent. 
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RESO URCES FO R INDEPENDENT LIVING, INC. 
SUM M ARY SCttEDULE OF FINDIN GS AND QUESTIONED COSTS 

(CONTINUED) 
FO R TH E YEAR EN DF, D SEPTEM BER 30, 2001 

Section III - Federal Award Findings and Questioned Costs, Continued 

R eference N um ber C ontinued 
01-07 

Cause 

N ature of accounting records coupled with change in executive m anagem ent 

Recom m endation 

M anagem ent should undertake tile necessary steps to ensure that its single audit report is 
subnfitted w ithin the required tim efram e dictated by Federal regulations. 

M anaf~eln~nt's Resnonse 

R 1L experienced num erous challenges w ith the conversion of the D O S accounting software 
to tile w indow s accounting software. Due to the accounting software problem s encountered, 
R1L was unable to reconcile tfinely to provide sufficient financial data to the auditors. Thus, 
the audit report w as not issued w ithin the required tim efram e, t]ow ever, m anagem ent is 
confident that the 2002 audit will be subm itted tim ely. 
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RESO URCES FO R INDEPENDENT LIVING , IN(:. 
SUM M ARY SCtlEDULE OF FINDINGS AND QUESTIONED COSTS 

(CONTINUED) 
FOR TIlE YEAR ENDED SEPTEM BER 30, 2001 

Section Ill - Federal Award Findings and Questioned Costs, Continued 

Reference N um ber 
01-0 8 

Federal Pr~  

See Schedule of Expenditures of Federal Aw ards 

~riteria 

Pursuant to OM B Circulars A-133 and A-110 relative to the m aintenance of an effective 
internal control system . 

Condition and Contex 

I)uring M arch 2001, RIL installed a windows based accounting software package. This 
software replaced a D OS based accounting system . During the prior year and for the period 
prior to installing the w indow s based system , RIL's accounting system experienced 
significan! problem s resulting fiom "corrupt" files. As a result of the "corrtlpt" files, the 
system generated errors as w ell as unreliable financial and related transaction reports. 
M anagem ent of RIL elected altern atively to use a spreadsheet to acculnulate and sum m arize 
transactions for the year ended September 30, 2001. Also, RIL w as unable to prepare 
periodic financial slatem ents during lhal period. The process used to summarize lhe 
accounting transactions, coupled with RIL's lack of access to certain supporting docum ents, 
did not facililate RIL's ability to report expenses charged to the applicable federal and stale 
grants by item ized expense categories such as salaries, fiinge benefits, payloll taxes, 
supplies, etc. In addition, RIL was unable to prepare m onthly bank reconciliations as well 
as perfom l general ledger account analysis on significant account balances. 
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RESO URCES FO R INDEPEN DENT LIVING , INC. 

SUM M ARY SCttEDULE OF FINDINGS AND QUESTIONED COSTS 
(CONTINUED) 

FOR TIlE YEAR EN DED SEPTEM BER 30, 2001 

Section 111 - Federal Award Findings and Questioned Costs, Continued 

l~eferenee N um ber. Continued 
01-08 

Questioned Costs 

N ON E. 

Causc 

The DOS aceounting software used in the recordation and generation of accounting and 
financial information developed "conupt" files. 

Effect 

Tile defective accounting software produced unreliable general ledger inform ation. Also, 
during the audit period m anagem ent w as unable to perform analytical review s of financial 
inform ation in tile absence of reliable financial statem ents, 

.Recom m endation 

W ith Ibe inslallalion of the windows based accounting software system , financial informalion 
is being reported to m anagem ent without significant problem s, we recom m end that R1L 
im plem ent procedures to require the review of recorded accountinginfonnalion on a m onthly 
basis at both m anagem ent and Board levels and to develop procedures to tim ely repair lhc 
system when elxors occur. 
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R ESO URCES FO R INDI~PENDENT LIVIN G , IN C. 
SUM M ARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

(CONTINUED) 
FOR THE YEAR EN DED SEPTEM BER 30, 2001 

Section 111 - Federal Award Findings and Questioned Costs, Continued 

Reference N um ber, Continued 
01-08 

M ana~elnenl's Rest~onse 

M anagem ent concurs w ith this com m ent. In addition, since the conversion fiom DOS to 
w indow s based accounting software system , RIL has been processing all accounting and 
other financial inform ation through the w indow s based accounting software system . On a 
m onlhly basis, RIL has been perform ing bank reconciliations, reviewing recorded 
accounting information and reconciling general ledger accounts to identify and correct any 
errors in tire ledger. M anagem ent has fully resolved tiffs com m ent. 

40 



 

RESO URCES FO R INDEPENDENT 1,1V1NG , INC. 
SUM M ARY SCItEDULE OF FINDINGS AND QUESTIONED COSTS 

(CONTINUED) 
FOR TIlE YEAR ENDED SEPTEM BER 30, 2001 

Section 11I - Federal Award Findings and Questioned Costs, Continncd 

R eference N um ber 
01-09 

Federal l'rog~ !!! 

See Schedule of Expenditures of Federal Awards 

Criteria 

Pursuant to OM B Circulars A-133 and A-1122, and grant agreem ents relative to allocating 
charges and costs. 

C6ndition mid Conlex 

For the period of October 2000 to June 2001, RIL had not developed a plan to allocate costs 
to various grants and program s. During this period, R1L was unable lo document the 
allocation m eflm d utilized for allocated grant expenses claim ed for reimbursem ent. 

Questioned Costs 

N ON E. 

Cause 

Lack of procedures to ensure that costs are allocated to grants and program s, in accordance 
to the relative benefits received, and that the cost allocation m ethod is adequately 
docum ented. 



 

RESO U RCES FO R INDEPENDENT LIV ING , INC . 

SUM M ARY SCHEDULE OF FIND1NGS AND QUESTIONED COSTS 
(CONTINUED) 

FO R THE YEAR ENDED SEPTEM BER 30, 2001 

Section Ill - Federal Award Findings and Questioned Costs, Continued 

R eference N um ber. C ontinued 
01-09 

Effect 

Cost m ay be unallow able under a grant award if allocable cost is ,lot distributed in 
reasonable proporlion to the benefit received. 

Recom m endation 

M anagem ent of R1L should establish procedures for allocating charges and costs to grants 
and program s, in accordauce to the relative benefits received, as required by applicable cos! 
principles and grant agreem ents. The m ethod used to allocate costs m ust be adequately 
docum ented. 

M anao_enlenl's Rest)onse 

R1L has been operating witb approved cost allocation plans, effective July 1, 2001. Rll,'s 
cost allocation plans are approved by IJ.S. Departm ent of Education and Louisiana 
Rehabilitation Services. M anagem ent has fully resolved this comm ent. 
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R ESO U R C ES FO R IND EPENDEN T lAV IN G , IN C . 
SCHEDULE OF PRIOR YEAR FIN DIN G S 

FOR THE YEAR EN DED SEPTEM BER 30, 2001 

SEC TIO N 1 - Internal Control and Com pliance M aterial to the Financial Statem ents 

00-01 U ntim ely A ccounting System 

Rll, should continued to evaluate its software needs, as well as develop file necessm~~ 
"backup" processes to m inim ize the cost associated w ith defective software issues. 
Furtllennore, RIL should establish procedures to require tile review of recorded 
accounting information on a m onthly basis at both m anagem ent and Board levels. 

Current Status 

Partially rcsolved. See currem year finding 01-01 

00-02 Pavroll Tax Penalties and Interes 

W e recomm ended RIL evaluate its cun'ent procedures for paym ent of required tax 
deposits. In addition, R IL should consider tlaiuing staff persomml to ensure the 
proper and tim ely preparation, deposit and filings of all required payroll tax returns. 

Current Status 

Unresolved. See cunent year finding 01-02 
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RESO URCES FO R INDEPENDENT LIVING , INC. 
SCHEDULE OF PRIOR YEAR FIN DINGS, CON TINUED 

FOR THE YEAR EN I)ED SEPTEM BER 30, 2001 

SECTIO N 1- Internal Control and Com pliance M aterial to tile Financial Statem ents, 
Continued 

00-03 Tim ely Subm itted A udit R eports 

W e recom m ended that R1L review its financial reporting procedures to ensure that 
audit engagem ents are subm itled to the State of l,ouisiana Legislative Auditor within 
the required tim efram e. 

Cm renl Status 

Unresolved. See cunent year finding 01-03 

00-04 Internal C ontrol System 

W e recom m ended that RIL evaluate and revise, as necessary, internal controls 
relating to reported internal control deficiencies. 

Current Status 

Unresolved. See current year fiudiug 01-04 



 

RESO URCES FO R INDEPENDENT LIVING, INC. 
SCI tEDU LE OF PRIOR YEAR FIN DIN G S, CON TINU ED 

FOR THE YEAR EN DED SEPTEM BER 30, 2001 

SECTIO N I- Internal Control and Com pliance M aterial to the Financial Statements, 
C ontinued 

00-05 U ntim ely Filed 1R S Form 990 

W e reconunended that RIL im m ediately file the delinquent tax return to include a 
statem ent to m inim ize the potential penalties, that m ay result from R1L's failure to 
file its Form 990 timely. In addition, RIL should establish tile necessaly procedures 
to ensure the tim ely filing of its axm ual information return, Foxrn 990. 

CmTent Status 

Unresolved. See cutrent year finding 01-05 

'00-06 Foreivable Loan D ocum entation 

W e recom m ended that R1L reconstruct docnm entation w ith assistance ofllle City of 
N ew Orleans of second m ortgage Hope loans that m ay be forgiven. 

Current Status 

Resolved. 



 

RESO URCES FO R INDEPENDENT LIVIN G , IN C. 
SCHEDU LE OF PRIOR YEAR FINDIN GS, CON TIN U ED 

FO R TIlE YEA R EN DED SEPTEM BER 30, 2001 

SECTIO N II - lnternal Control and Com pliance M aterial to Federal Awards 

00-07 Untim ely Subm itted Single A udit Renor 

M anagem ent should undertake the necessary steps to ensure that its single audit report 
is subm itted within the required tim effam e dictated by OM B A~ 133. 

Current Status 

Unresolved. See current year finding 01-07 

00-08 U ntim ely Subm itted A nnual Perform ance and Fiscal R enorts 

W e recom m ended that R1L undertake the necessaly steps to ensure that all required 
reports are subm itted accurately and tim ely to the grantor. 

Current Status 

Resolved. 

00-09 Unreliable A ceonntine System 

R II, should continue to evaluate its software needs, as w ell as develop the necessmy 
"backup" processes to m inim ize the cost associated with defective software issues. 
Furthermore, RIL should establish procedures to require the review of recorded 
accounting inform ation on a m onthly basis at both m anagem ent and Board levels. 

Current Status 

Resolved. 
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RESOURCES FO R INDEPENDENT LIVING, INC. 

EXIT CONFERENCE 

An exil conference was held on October 16, 2002 w ith representatives of RIL. The contents 
of tiffs report w ere discussed and m anagem ent indicated their concmTence in all m aterial 
aspects. The follow ing were in attendance in this conference as w ell as previous discussion s: 

RESO URCES FO R INDEPENDENT LIVING , INC 

M rs. Yavonka Archaga, CPA 
M s. Carol Robinson 

Executive D irector 
A ccounting M anager 

3R U N O &  TERV A LO N LLP, C ERTIFIED PU BLIC A C C O U N TA N TS 

M r. Alcide J. Tervalon, Jr., CPA 
M r. l,arry Jones, CPA 
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Partner 
M anager 


